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The Honorabte John Heinz
Rarnking Minority Member

Special Committee on Aging.
United States Senate

| The Honorabie 'Johh Edward. Port.er: :

House of Representatives

_In response to your requests and later discussions with your offices, we have

undertaken a:mayor effort to review the medical malpractice situation in the United

_States This report, the fourth of a series we plan to 1ssue on medical malpractice;

contams tnformation on the characterlstlcs of a sample of malpractice claims closed
danng 1984 : T

: The flrst report, Medxcai Mai;’;racnce No Agreement on the Problems or Solutions
.. (GAO/HRD-86-50, Feb 24, 1986), provided the views of major interest groups on the

nature of malpractice problems and alternative approaches for resolving claims The
second report, Medical Malpractice: Insurance Costs Increased but Varied Among
Physicians and Hospitals (GAO/HRD-86-112, Sept. 15, 1986), contained information on

the cost of malpractme insurance for physzc;ans and hospitals. The third " report,
‘Medical Malpractice: Six State Case Studies Show Claims and Insurance Costs Sull

Rise Despite Reforms (GAao/ HRD—87-21 Dec, 31, 1986), contained information on the

- medical malpractice ; insurance situation, probiems, and. reforms in six states
-{Arkansas Cahferma Florida, Ind;ana, New York and'North Carohna} Separate :

documents prepared as supplements to that report discussed our work 1n each state
Our fifth report, and last in the series, wﬂi provide our recommendations concerning
the medical malpractice situation. .

As arranged with your offices, unless you publicly announce ifs contents earirer. we
plan no further distnibution of this report until 30 days from its 1ssue date At that
time, we will send copies to mterested parties and make’ copxes avallable to others-
upon request.

A s 5752

Richard L. Fogel
Assistant Comptroller General



Executive Summ ary

Purpose:

How many malpractice claims were closed” "Tow many health care prov-

iders were involved? What were the allega s of neghgence leading to
the claims? How much was paid to those who filed claims® What were
msurers' costs to investigate and defend the claims” National data on
malpractice claims had not been collected since 1978.

At-the request of Representative John Edward Porter and Senator John

‘Heinz, Ranking: Mindﬁty'Member of the Senate Special Cornmittee on

. “Aging, A0 undertook a réview to obtain mformation that would assist’
o the Congress in addressmg pubiic policy issues regarding (1) the. effect

of medical malpractice on the quality, availability, and affordabxiaty of
health care; (2) the equity of compensation for malpractice injuries, and

A3ywhoshouldbe respcnsxble for takingcorrective actions The purpose
‘of this report, the fourth'in a series of five, 1s to present nationally rep-
Tesentative information on'malpractice claims closed in 1984

' To do tl’”ﬂS Teview, GAO anaiyzed data‘from a random sample of malprac-
- tice clain files closed in. 1984 by 25 insurers. The 1nsurers were ran-

domiy selected from a. umverse of 102 irisurers that wrote a total of $2 3

R ‘billion i direct premmms 1 1983 for medical malpractice insurance.
".Malpracmce insurance costs for physicians and hospitals totaled an esti-

" mated $2.5 billion'in 1983. Although some insurers limut their markets
“to d single state, the universe included at least one insurer writing med-

ical malpractice insurance in-each of the 50 states and the Distnct of

 Columbia.

T ——— T In 1984 the 102 insurers closed an estimated 73,5600 medical malpractice

Results in Brief

claims involving about 103,300 health care providers. About 43 percent
of the claims were closed with an mdemnity payment These payments
totaled $2.6 billion and ranged from $1 to $2.5 million. The median and
average payments were $18,000 and $80,741, respectively Claims
closed with-indemnities of $250,000 or more (about 9 percent of the paic
claims) accounted for 61 percent of the total indemnity. (See pp 18 to
20.)

In addition, insurers pawd $807 million to investigate and defend all of
the claums closed in 1984. These costs ranged from $0 to $983.810 The
median and average costs were $2,390 and $10,985, respectively (See
pp. 20 and 21 )
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" Executive Summary

Etghty percent of the ciaims resulted from injuries that ﬁrmrred i a
hospital Three-quarters of the claims involved surgical. diagnostic,
.'_treatment and obste{rws errors (See pp 29 [0 ?5 ).

' _._'For thﬂ approxxmately 31 800 claims closed with payment. InSUrers
... often did not know the portion of paid claims that related to economic
' }osses noneconomac losses, and attorney’s fees. however,

_» for about 18,300 claims for which economuc losses could be estimated,
" injured patients recovered equai to or more than their economic loases I
.- 70 percent of these claims, " :
e _._.'.-_'for about 15, 090 cia;ms for wh;ch the exp»ected value of the -'.
..~ noneconomic losses could be estimated, (1) about 62 percent of the. total
.. _compensation. pand for noneconomic losses was for amounts more than -
N '___$20{} 000, but this’ money ‘went to-only about 2 percent of these claims
and (2) Compensatlon for noneconomuc losses was between $1 and
$50,000 for 67 percent of these clalms that mciuded compensation for
" suchlosses, and
'+ for about 16,300 clalms for whlch plamntff attorney’s fees could be’ estl—
" mated, such attorney’s fees equaled from 31 to-40 percent of the -
o "_'expected value of the mdemmty i about 52 percent of these claims
) (See Pp. 44 to 50

© GAO's Analysis

Awards/Settlements - Indemnity vared for the 31,800 claims closed with payment. About 9
S bpia sl Hpercent of the paid claims were for less than $1,000; while less than 1 -
- ‘percent were for §1 mﬂheu or more. (See pp. 18 to 20.) The payments.
.. varied by type and seventy of the injury By type, about 27 percent of
- the total indemnity was paid for obstetrics errors {about 10 percent of
- paid-claims). Dbstetrics errors had the highest median and average pay-
‘ments.:By-severity, about 52 percent of the indemmity was for “perma-
nent total disabilities” (10 percent of paid clamms). (See pp. 39 to 42 )

Patient Injuries “About 30 percent of the patients suffered “‘minor temporary disabih-
ties,”” about 6 percent of the injuries were “emotional,” and about 15
percent of the patients died. (See p 24.)
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Execunive Summary

Claim Processing and
Resolution

* The length of time from the injury to the claim ranged from less than 1

month to 219 months The median and average were 13 and 16 4
_months respectwely About 6 percent of the claims were filed in the
same month as the injury, anci ‘6 percent were Nled more than 3 vears
after the iyury (Seep 32)

lFor claxms ciosed thh an mdemnzty payment, the median time from

filing to: closmg was 23 months, The median for th{)se claums closed

_ wzthout payment Was 17 months Oniy 0, 3 percent of the’ claims were

resolved i the same monthin which they were filed Three and one-half

' '_percent ranged from 73 to 132 months from filing to closure ‘Generally.

" the more severe mjurzes araé those resultmg in the largest indemmty

'_payments took ionger to resoive {Bee pp. 33 t0 36)

- Health Care Providers
Involved in Claims

Of health care provlders mvoived n malpractice claims, about 71 per-

_ cent were physw}ans and about 21 percent were hospitals Obstetri-

{:13113/ gynecologists and general surgeons were the physicians most
often named i clmms (See pp 52110 55.)

- Insurers often were not abie to pmv:de data related to the traimng, -

board certification, and malpractice Claims’ history of the phy smzans
involved in the claims closed 1n 1984. However, the hrmted data for
which estimates could be made suggest that at least

42 percent had claxms £ ﬂed agamst them prekusly

. 52 percent, may: ‘have beenin practice from 11 to 30 years,
23 percent were foreign medical graduates (about the same as their per-
- centage representation in'the physicran population), and

‘51 percent were board certified in the medical specialty in which the

injury-occurred {about the same as the percentage of board certified
physicians 1n the population) (See pp 56 to 58)

Recommendations

Recommendations on the malpractice problem will be provsded n the
overall report to be issued shortly

Agency Comments

GAO did not obtain comments on this report
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Chapter 1

Introductlon

" _:Medmai malpractme mvohes *bad, wrong, or injudictous treatment of a’
U patient, pr@fess;onaliy and 1n respect to the particular disease or injury,
'resuitmg nanury, umecessary suffering, or death to the patient, and
: proceedmg from ignorance, carelessness, want of proper professional
S skdlly dlsregard of establlshed rules or principles, neglect, or a mal;cmus
- "_'or cnmmai mtent

‘l"; e

L When a patlent 1S 1mured n the course ‘of medlcai treatment and

o '-belaew es theyury. resulted from. neghgent care by a health care pr(»
~ vider, the patient can bnng an‘action agamst the provider seekmg finan-
~aal compensatlan for the ‘economic {special damages) and noneconomic

losses (general’ dama.ges)z resuitmg from the ijury According to A’ Rus-

“sell: Locaho, Director of Research, Risk Management Foundation of the

Harvard Medical Inst:tutzons ‘the health care provider’s insurer may

" open _a_c}_axz_n file r_eiated_ to the mcident for one of several reasons, such

The insurer has been notified by the health care provider that an inci-

dent has occurred that may lead to a- claim being filed.

: "-A suit for damages has been fﬂed by the injured person: ( plaintf’ £y
! ';":_The mjured person or. famﬂy member has'made either an oralora -
written claim for damages, or-a statement charging an insured’ mth mai~

pract;ce and demandmg an mvestigation.or explanation.

;oniy for medlcal records) to an msured or to the msurer 5 cimms '
_:idepartment
As aresult’ of a_.loss ansmg eut of ciear neghgence, the imsurer has
'decmed to approach a patient or famly for purposes of exploring the -
_ possﬂ:nhiy ofa settlement and avoiding a likely formal claim or suit

Once: the flie has been opened the insurer may begin an mnvestigation o

gather prehmmary information on the incident by having the hospital or
a consultant review the patient’s medical records and interviewing those
involved in providing the medical care that led to the incident. From this
the insurer forms an wutial perception of what has happened and makes
ajudgment on the allocated expenses for mvestigation and defense and

the amount of damages 1f the insured is hable. This amount becomes the

"Henry Campbell Black, Black's Law Dictionary, Revised Fourth Edition, West Publishing o 5t
Paul, MN. 1968, p 1111

2Rconaiue Iosees include medical expenses, iost income, and rehabthtation expenses Noeconomse
josses nclude pamn and suffenng, marial josses. and anguish
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" Chapter 17
- Introduction

“reserve’ assocaated with the case and may be adjusted as the i vst};f.a-
tion continues and the msurer s estimate of the uitimate cost of the case

o :-ehanges

{nsurers costs for v esugauon and defense consist of allocated and
: una!!ocated 1oss expenses “The unallocated loss expenses include costs to
- operate the company’s claims department and to pay its staff. which

may include claims managers, supervisors, and adjusters These costs
arenot appomoned toandividual cases Allocated loss expenses are

-those mcurred m reial:;on to specxfze cases and may include defense

_'-;attomeys, med:cal experts prwate nvestigators; pubhc stenographer% _
oo for deposxtmns, special phetagraphy to document broken equipment.

It ,etc and other experts szzch as engmeers, pharmacasts and emnomzsts

u Facmrs t;hat: couid affect payment for economic iosses mciude the
. 'patlent s age at the time of the injury, earning capacity, medical
expenses, and extent of: rehahihtataen services needed In addition, the
. award may nciude compensation of noneconomic losses, the value of
; whtch :s a very s&b;ect;ve det:ermmatwn

When the resolunan of the clazm resufts in a payment to the plaintiff,

* the payment’ may be made in a lump sum; as a structured settlement
e :i(penodlc payments} usuaiiy 1mpiemented through the purchaseof an~

‘anmuty; as frée services; or some combination of these Ordinarily, the

“structured settiement 1s part of a package designed to cover up-front

- costs; such as prior medical expenses, court costs, lost Income,

. attorney’s fees, and other immediate needs as well as to provide a life-
_stime income‘with the total package tatlored !;o meet the requirements of
R each specafzccase” ETERRE .

'.53. Newspaper headhnes abuut mﬂh(ms of dollars due to be paid over a

claimant’s lifetime may have no relationship to the actual dollars cur-
rently set aside by an insurance company to fund or structure a stream
of beneﬁts that will be paid penodically.*

Lawyers handimg maipracnce cases for plaintiffs usually dosoon a

.contingency fee basis, i e, the lawyer 15 compensated only if an award or

- 2Dorald E-Danner and Wilham J Robmson “Srructured Settlements Controdhng Calauty Best s
-Review, November 1985 p-83.

“James R Pnaner, -’I‘rmds in Medscal Malpractice Insurance, 1970-1985." Law and Contemporars

Problems, Spring 1986, pp 47-48
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Chapter 1
Introduction

Objective, Scope, and
Methodology

settlement results i payment to the plaintuff Generally the attorney
will get a percentage of the award

Aclaim file 1s closed when (1) a claim for damages 1s not made, {(2) the
plaintiff drops the claim, {3) the msurer and plaintiff agree to a finan-
¢ial settlement, (4) a.court renders a verdict, or (8) a settlement 13
reached through arhitration

- Our work n the medical malpractice area was undertaken to obtain
“information that would assist the Congress i addressing public policy

1ssues regarding (1) the effect of medical malpractice on the quahty,
avaitability, and affordability of health care, (2) the equity of compen-
sation for medical malpractice injuries; and (3) who should be respon-
sible for taking corrective actions. The objective of our closed claims
study was to provide nationally representative data relating to cost and

- eguity-1ssues; such as theeconomic losses of injured patients in relation

to awards/settlements, cost Lo msurers to resolve the claims, length of
time it takes to resolve claims, and similanty of awards/settlements for
mjunes of simitar severity. National data on the charactertstms of mai—

'practxce c}alms had not. been coilect,ed smce 1978.

'1‘0 estabhsh adata base of cia&ms, we collected data on a sample of

claims closed in 1984 by a sample of insurers writing malpractice insur-
ance in 19835 We identified a urnuverse of 102 insurers, which wrote
malpractice insurance mthe United States, consisting of 25 commercial
companies, 39 physician-owned companies, 28 hospital-owned compa-
nies, and 10 joint underwriting associations. Direct premiums written by
these insurers totaled $2.3 billion 1n 1983.¢ Included was at least one
insurer writing medical malpractice insurance i each of the 50 states
and the District of Columbia.

These msurers were first stratified by type of insurer and then rank-
ordered by premium volume. Selection within insurer-type was random,
but proportionate-to-size with larger companies having a greater

SInsurers define and count claims dfferently For this study we defined a “clum’™ as the inaident,
regardless of how many providers may have been involved or how many clam files may have been
opened A claim was considered ciosed on[y if alf ciaim files assoviated with the incident had been
closed and ail appeais were fzna.i

1983 malpractice insurance costs for physicians and hospitals (ingluding $256 mulbon for hospitad
selfansurance and $31 rulbon for hosptal iosses paid from general revenues and reserves) totaled an
estimated $2 5 bilkon See Medical Malpractice Insurance Costs Increased but Vaned Among Physi-
cians and Hospitals, GAO/HRD-86-112 Sept 15, 1986, pp 2and 39
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introduction

probabihity of selection Twenty-five comparues were selected 1o Q&l'ﬂt b
pate in the closed claims study—six commercial companies. sesven
physician-owned companies; seven hospital-owned companies. and five
jomt underwriting associations Ten of the original 25 comparnies
selected declined 1o participate These companies were replaced n the

~-study 1n a random manner by comparues of the same type and, as neatly

as possible, of the same premum volume using the method of selection
with probability proportional to size The reasons cited for nonparticipa-
uion included the lack of staff and time constraints Based on these rea-
sons, we.beheve the. repiacement companies would not be much

- different in terms of the- characteristics of clamms closed than the origr
nally selected insurance comparnies

Each-of the 25 companies was requested to provide a histing of clamm
numbers and indemnity amounts for all claims closed 1n 1884 The
insurers reported a total of 31,3956 claims

“The claum numbers were stratified for each company into 10 groups by

indemmty amount - For example, all claims closed without an indemnity
payment were put into stratum 0, while stratum 9 included all claims

- closed with an indemmity payment of $1 million or more Withun each

stratum we randomly seiected the claums to be revzewed
A cIalm was consxdered mehgii)le for thls study ;f

it was closed without an actual demand for compensation being made by
or.on behalf of the patient,

it involved a malpractice incident for which other files were still open.

it mvolved general hability rather than professional hability,

the company’s involvement i the claim was only as a remnsurer.’

1t was inaccessible (1.e., claim file that was either permanently lost or
would not be available during the entire data collection period), or

it did not meet study critenia for other reasons (e g, the ¢laim was
closed 1n a year other than 1984)

When developing our data collection instrument and mstruction manual,
we considered those used 1n previous studies {See app I for a brief
description of several previous closed claims studies.) We pretested
drafts of our data collection imstrument and instruction manual at three
of the four types of insurance companies represented m our sampie The

insurance companies buy remnsurance from other msurers to cover potential losses that mal b 1o
large for the wndividual company to absorb
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-imnformation obtained was used to refine the questions and terminology
used in-the finaldata collection instrument and mstruction manual (app
II.contains a copy- of the data collection mstrument) Appendix Il pro-
vides the “allegations of neghgence'’ used to categorize the type of error

--alleged to:have caused injury - Appendix IV provides the categories of

seventy used to ciassxfy the seriousness of patient wyunes

: The data coiiettlon mstrument consisted of two: forms One collected. -
data on the incident. The other collected data on each health care pro-.
“vider associated with. the claim who was insured by the participating
msurer-One of each form ‘was completed for each eligible claim, how-

_ ever, more than one provider form was completed when the claim
nvokved muitnpie defendants

The compames rev xewed 2, 783 claims and completed 1,706 data collec-

~+ tion instruments. The companies judged the remaining 1,075 claims to be

: -:-meiagzble for our: study Fil s

AGAO represem;atwe met wath each msurer to provide imnstructions for
. complemng the: data collection instruments; however, we did not inde~
. _pendentiy validate the accuracy - of the data they pmwded The nsurers
L.sent'the’ completed data collection instruments t6 GAO. :

We began visiting the msurersin June 1985 and completed the visits in
December 1985 We received the first completed questionnaires in
-August 1985 and the last n May 1986

As the completed data ceiiectwn instruments were recerved, we
reviewed the data. questxon by question for completeness and consis-
tency before coding the responses for entry into a data file Where data
items appeared incomplete or inconsistent, the companies were asked to
-complete the item or to resolve the inconsistency. After the data file was
completed for the 25 compames, the data were projected to the 102 com-
'pames in the umverse

For our analyses, we conceritrated on frequencies and cross-tabulations
of the data elements that would answer selected guestions regarding
medical malpractice incidents, the resulting claims, and health care
providers involved, Primanly, we analyzed the allegations of neghgence
leading to clamms and where they occurred, the extent to which patients
received compensation and the vanance by severity of iyury. how long
claims were in process, at what stage they were resolved, the companies’
costs associated with defending the claims, and what types of health
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care providers were involved in the claims © fzapte{s 2,3, and 4 present
thus mformation m a question and answer format Supplementary data

. developed during our analysis are presented in appendix V Unless
-otherwise sndicated, all data presented mn this report are estimates

“(ur.estimates are based on weighting procedures appled to the 25 par-
erpating insurance compames’ data [nnstances where data were
-mussing on a clawm, the estimated values will be for less than the total

number of claims. Estxmates in chapter 3 of this report which are based

- on'‘about-halfiof the clayms where data were provided are noted These
- estimates are representative of about one-half-of the claims We do not
. “know anythmg about the other half Therefore, 1t should not be assumed
‘that the charactensticsof the unknown half are the same or not the
- same as those of the known half We randomly venified the accuracy of
data entry tasks and reviewed the computer programs to ensure the reh-

ability of our-analysis

Because our estimates are based upon a sample of claims, each estimate

Chasa genam_'amou:;_t_-_-of samphng error The sampling errors associated
“with several key estimates are presented in appendix V1. These sam-

pling errors are stated at the 95-percent confidence level Ttus means
that the chances are 19 out of 20 that the true umverse characteristic

. bemng estimated falls within the range defined by our estimate minus the
~“sampling error and our estimate plus the sampling error A
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Chapter 2

General Questions and Answers Regarding
Medical Malpractice Incidents and the
Resultmg Clalms

How Many Claims
Were Closed and How

Much Were the Total
Indemnity Payments?

An estimated! 73,472 medical malpractice claims were closed in 1584
Fifty-seven percent were'closed with no indemnity, however, payments
for claims closed with indemmty totaled $2 6 billion and ranged from $1

©t0'$2 5 malhon. The median was $18,000 and the average was 380,741

Claims ¢losed with an indemnity of $250,000 or more {about 9 percent
of the Ciaims) accounted for ﬁi percent of the total payments

In additmn 10 the mdemmty payments the nsurers spent $807 rml on

to mvestlgate and defend all of the claims closed i 1884 These costs

ranged from $0 to. $983 810, with a median of $2,390 and an average of
$10,985. Insurersancurred costs to mvestlgate and defend the claims -

‘. whether ornot: payment was made. The median and average costs were

$4, 866 and.$14,413 for.claims closed with indemnity and $1,500 and
$8,372 for claims closed without indemnity

Injuries most frequently occurred in hospitals Three-quarters involved
four allegations of neghgence-—surgical, diagnostic, treatment or

“obstetnics errors. About 30 percent of all myuries resulted m “minor tem-
: porary dlsabxhtxes

There was a’ w1de vanance 1n the Jdength of time both from the mjun to

~the claim and from the claim. 1o 1ts disposnmn ‘The average times were

16 months and 25 months, respectwely About half of the claims were
closed after suit but before trial, while 5 percent were resolved by court
verdict. Generally, the more severe iyuries and those receiving the
largest indemmty payments took longer to resolve Claims with mdem-
nity payments of $1 mullion or more had the highest median and average
time from ciamm to disposition, 76 months and 65 months, respectively

We estimated that 73,472 medical malpractice claims were closed by the
102 insurance compames in 1984 Figure 2 1 shows that about 43 per-
cent (31,786 claims) were closed with an indemuty payment

"Unless otherwise indheated, all data presented in this chapter are estimated hey r~Disaned v alues
used 1n this chapter are presented with therr reiated samphng errorsn tables V11 throaan N e
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Chapier 3 :
General Questions and Answers Hegarding

Medicat Malpractice Incidents and the

Resulting Clayms

Figure 2.1: OQutcome of Claims Closed
n 1984

A\

e With payment

—— Without payment

The companies’ indemnity payments (present value at the time of clo-
sure) for these awards/settlements totaled about $2.6 bilhon * Indemnuty
payments ranged from 81 to about $2'5'million, with a median of
$18,000 and an average of 880,741* As shown in table 2 1, about 9
percent of the paid claims were for less than $1,000, while less than 1

- percent were for $1 mﬂhon or more About 69 percent of the paid ¢laims

were for iess than $50. 000: Cialms closed with an indemnity payment of
$250.000 or more {about 9 percent of pa;;d claxms) accounted for about
61 percent of the total indemuuty paid

2(1osed claums represent ondy 2 part of an insurer’s medical malpractice expentence These data
should not be considered as a reflechion'of profitabbity According 1o the National Assoctation ot
Insurance Commusstoners profit measures should be based on comparable earmed premuum and
meurred loss datd Nesther of these measures 15 mcluded i this study

3 Al the indernmity payments cited s this report are stated as present value at the tume of (losire
umnless otherwise roted

Page 19 GAQ/HRD87-55 Medical Malpractice Closed Claums



Chapter 2 '

General Questions and Answers Regarding
Medical Malpractice Incidents and the
Resuiting Claims

Tabie 2.1 Number of Paid Claims and
Total indemnity Payments by Payment
Ranges

Total indemmity payments in milions

: _Paid claims " __indemnity payments
Payment ranges Number Percent ~Total Percent
$110$999 2956 g3 s1a 01
$100010 34999 T s,y 68 REE 5

- $5,000 to 59,999 4103 129 87 10

. $10.000.10 $24.398 4565 a4 818 2.
.. $25000 1o 349,990 5,078 180 815 . 63
. $501000 to $99 999 3568 Tizs T 2842 103
“I$100 D00 10 $249.990 2,998 94 4741 18
'$250.00 1o $999.999 2585 81 12094 4739
Y mdhon or more 258 "B 3zR4 128
Totat 31,786 100.0 $2,566.4 1006

What Costs Did
Insurers Incurto
' Investzgate and Defend

Claims (Allocated Loss
_Expenses)"

) aEshm_éte sybject to 3 farge sampiing error and shouict b2 used with caution

In addmon to the mdemmty payments, insurers incurred about $807

“milhion in costs to investigate and defend all of the claims closed 1n 1984

’I‘he median and average costs were $2,390 and $10,985, res;)ectwely
" As shown m table 2 2, the aikoc:ated loss expenses ranged from $0 to

983,810,

. Table 2.2: Number of Claims and -
- Amount of Ailocated Loss Exponsaa by =
Size of Allocated Loss Expamas

Amountof allocated expenses inmihons

Allocated expenses

s Claims :
Expense ranges Number Parcont® Amount Percent*
Unknown 110 01 b3 . .
30 17,092 233 6o oo
$110 3999 10,676 45 50 08
$1 000 to $4.999 19.943 27 1 540 67
$5.000 to $9.999 8519 116 800 74
$10.000 to $24,999 10.020 136 1610 200
$25.000 to 399359 5.821 81 2410 299
$100,000 to $246999 1.060 14 19507 242
$250.000 to $983 810 131 02 910° 113
Total ' 73,472 100.0 $807.0 100.0

*Detad does nol add to total due to rounding

PEstimnale siubject 1o a large samping error and should be used withy cauhion
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Genersl Questions and Answers Regarding
Medical Malpractice Incidents and the
Resulung Claims

How Did Companies’
Allocated Loss
Expenses Vary
Between Claims Closed
With and Without
Indemnity Payments?

About 3668 milhon, or almost 83 percent, of the total allocated loss
expenses was for defense counsel Defense counsel expenses ranged
from $0 10.$702,780 and had an average and median of $9.107 and

- 81,973, respectively ‘Expert witness expenses and other allocated

expenses were about $69 milhon and 370 muillion with averages of $942
and $961, respectively

Insurance corapanies spent more money to investigate and defend claims
closed with payment even though more claims were closed w ithout a
payment. Of the estimated $807 million in expenses incurred by compa-

- nies to investigate and defend the claims closed i 1984, about 3458 mul-

hon ‘or about 57 percent, was spent on claims closed with payment The
average alloeated loss expense per paid claim was $14.413 and included
6,443 paid claims where the companies incurred no allocated loss

expenses. About 80 percent of this was for defense counsel, which aver-

_aged $11,485 per claim. Table 2 3 shows how much companies spent on
" the c}azms closed wn:h payment

Table 2.3: Costs to Investigate and
_ _-Oatend Claims Ciosed Wiih lndemn:ty
'__jPayments EE

Totalcosts i mithons

Costs . :

L T e IR R _Range
CCategories. - - . Tolai* - Median . Averapge Lowest '~ Highest
Alciams "$458.1 T4B66-  $14413 %0 3983810
Defense counsel 3685.0 3907 11 485 Gy 702 780
Expért witness 49.9 100 1573 0 400CaC
Other expenses 431 187 1,365 o 598989

3Detas does not add to total due to rounding

Table 2 4 shows the allocated loss expenses incurred for the 41,686
claims closed without an indemruty payment For about a quarter of
these claims (10,649}, the companies incurred no allocated loss expense
Total expenses ranged from $0 to $247,100 and averaged $8.372 Costs
for defense counsel comprised about 87 percent of the totai and-aser-
aged $7 288 '
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General Questions and Answers Regarding
Medical Malpractice Incidents and the
Resulting Claums

Tabte 2, & Costs to. invest;gala and
_Defend Claims Closed w;thcut
Indemnity Payments

Qihe: expensas

Total.costs in milions

_Costs
: Range
Categories Total Median Average  Lowest Highest
Alclams - 53493 oS1500 . $BIT2 . . 30 .. 3247 100
' “Detense counsel “3028 1293 o708 a 246952
'_;-'_gpﬁ?wﬁagss“"”‘ 190 0 . @58 9l 26875
e e T T T ey T T TEES PR -’_ “é"' ! * ’6 49‘5:3 .

BT ¢ D

For each paxd ciann we compared the eompany s defense counsei

o . expense and total alioeated expenses 1o the indemnity payment made to

" the 1mured paﬂent Fm‘ about 14 percent of these claims, the compames
“total defense and. mvestlganon expenses were greater than the payment
“tothe ingured’ patzent Further as shown in table 2.5, defense counsel

'expenses alone exceeded the payment in about 12 percent ef these
-cIaxms By S ,

Tabie 2.5: Companson of Defense
Counsel and Total Aiiocated Loss

Expenses to mdemmty ?aymams ' _' o

S - Detense counsel ~.Total expenses® -
CComparison |0 s Paid claims T Pergent? . Paid claims "“'Percenz.
UsExpensedess than payment o 2BRT 848 25040 5 81§ -
Expense egual to paymentb“ o 846 27 1786 ] 40

'Expense greater man
“payment 3.960 125 4 557 143
'{om% ) . 31,784 100.0

100.0

- “E}etall does rmt aod to zotai dus o roundmg '

What Were the
Principal Allegations of
Negligence Leading to
Claims?

“For purpases of this’ companson “we considereg axpense 10 aqual paymeant f experse »as #ibin 10

- ipercent (less or ‘greater) ol the payment ;.

Note The total number 'of ciaims 15 based on the number of claims for which the relevant data were
provided o

a0 divided the allegations.of neghgence leading to injuries for which

the claims were filed into 12 general categories. These were further
divided into 77 specific categories that descnibed the allegations in more
detail * (See app 111.} As shown in table 2.6, three quarters of the ctauns
closed 1 1984 involved allegations® of surgical, diagnostic. treatment, or
obstetrics errors.

The allegations of neghgence used wt this study were developed by the Risk Management Foundanion
of the Harvard Medical Institutions and are used with ther permission

50nty the pancpal allegation was used i those cases where a secondary alleganion was alva provided
by the insurer
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Table 2.6: Number of Claims by
Principal Allegations of Neghgence
Leading to the Injunes involved

Chapter 2

General Questions and Answers Regarding
Medical Malpractice incrdents and the
Resulting Clazms .

o Clams
IR _ Cumutative
" Type oferror - - » . e "'l;_!‘iumbﬁrf_ o Percent® . percent

Surgery N R Y= To284. 25 4
Dragrioss . ol T T e T8 43 3
CTremment - eemoTTTTERS T w9y 982
Soereties - e s T “Tgey7 15 T8t
Wverrrrean e T TTTEoe 4 EoE
-_Méd;cahg@;%msmgﬂ_w T Togas T 37 B4 2
Amesthesia ol T G703 57 3
v 'P’hysioiogy'j_bénéwo'r'-n“;éﬂnar_mg,._baqmeq;cal - S T
equ;pm_em‘mtraveneus, ang plood :
_products® e T P L. 45 0 %ed
her® W_)_M_nwé_wﬁ_'_ﬁ' 5451 T Tis REE)
Tota 73,068 q000

Dotan doss not add 1o total due to founding

bCompnad estimates shown with 'sa'mphng errors in table VI 2 aiffer due to rounding
Note The total number of {_:!alms'{s' pased on the number of clasms for whigh [he refevant data were
proviged ) SR

As shown in table 2.6, surgical errors were cited 1n about 25 percent of
thé_c_losed_élair'i_is.'pf these, about 75 percent nvolved improper per-
formance of 2 surgical procedure, and about 6 percent mvolved foreign
bodies? left m patfents;-f_)‘ia' nostic errors, cited in about 24 percent.of
the claims, mvolved farlureto diagnose (about 37 percent) or 2 musdiag-
nosis (about 33 percen_t)ﬁ3Treatment‘re}ated errors were often associated
with improper performance (about 45 percent) and improper chesce

“(about 22 percent) The estimated number of claims for these three

types of errors by specific category of allegation 1s shown in tables V 1
through V 3. G o

"Obéi;et_hcs—féia;éd_’errors were listed as the principal allegation of negli-

gence in about 8 percent of the claims, of which about 24 percent were

_ for failure to idennfy fetal distress. Reliable estimates for the other spe-

aific categones of obstetrics errors could not be determined because of
nmited data mn the sample. Also, about 8 percent of the claims had
errors that were grouped 1n the “other’” category Rehable estimates
show that patient falis (about 39 percent) and failure to insure patient
safety (about 22 percent) occurred most often.

HForewgn bodies can nclude objects such as a surgical Sponge or clamp
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How _-Severe Were the
Injuries for Which
Claims Were Filed?

Chapter 2 )

General Questions and Answers Regarding
Medical Malpractice Incidents and the
Resulting Claims

The severity of injury range included nine severity classifications and
extended from “emotional lirguries to “death 7 (See app IV for exam-
ples used to classify the sertousness of patient myuries } As shown in
table 2 7, the patients mvoelved in about 30 percent of the closed claims
experienced “minor temporary disabilities " "Minor permanent partial
disabilities” {(about 16 percent) and “death” (about 15 percent)
accounted for another 31 percent of the claims About 6 percent of the
yuries were “emotional,” and the fewest number of claims (about 2
percent) mvolved “grave permanent total disabilities”

Table 2.7: Number of Claims by Seventy
of Imjury Categories .

“Death

Where Did Injuries
Occur?

Claims :

y o Cumulative
Severity of injury Number Percent® percent
£motional o 4,660 64 Y
insigndicant 6823 83 157
Temporary cisabihty - minor 21,969 3co 457
Temporary disability—major 8101 i1 568
Permanent part:al dxsébmtymmznor T 11551 158 726
- Permanent partial disability-~major 4225 58 78 4
Permanent total disabiiy—major TT T TTTTTTT2yee 0 a3s 0 822
Permanent total chsabibty—grave 1794 24 Bab
T 11179 153 99

Total 73,080 100.0 o

*Detal does not agd fo total due to rounding

Note The total number of claims 1s based on the number of clarms for which the relevant data were
provided :

As shown in table 2 8, about 80 percent of the ¢laims closed involved an
ingury that occurred in a hospital, and about 13 percent in a physician’s
office. The remaiming myuries occurred in nursing homes, patients’
homes, health maintenance organizations (HMOs), emergency care cen-
ters, and other types of facilities
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General Questions and Answers Regarding
Medical Malpractice Incidents and the
Resultang Claims

Specifically, about 58 percent of the injuries took place in nonteaching
community” hospitals, 18 percent in teaching community hospitals, and
about 4 percent in other types of hospitals.About 30 percent.ofithe

‘errors that occurred in both teaching and nonteaching hospitals were
'surgerv related Treatment-related errors accounted for about 37 per-

cent of the errors that occurred in physmlans of fices Patients expe-
rienced “minor temporary disabihties” 1 about 24,29, and:33 percent

‘of the claims where the injuries occurred 1n teaching hosputals, non-

teaching hospitals, and physicians’ offices, respectively

* Table 2.8: Number of Claims by Type of

_ Facility Where injury Occurred

i Cams
_ s e ' Cumulative
Type of facility - - - Number* Percent _percent
Commuﬁﬁﬁospxtai———ﬂonteac?nng 42666 581 581
Community hospitai—teaching 13.229 180 FE ¥
Other hospial 3240 a4 805
Physician's office T T T 8s2ra 1286 93 1
Nursing home 1.503 20 951
Emergency.care center . . 1,160 16 867
HMD: patient s home, other.and unknown 2388 33 1000
Total 73,472 100.0 T

. .‘“’De'zazi dﬂe’s not aﬁtz to total due ro mu‘ndmg

For the clalms clt)sed mvolvmg sn;unes that occurred in nonteachmg
“hospitals, about 38 percent received an indemmty payment and 62 per-

cent did not. About 44 percent of the mmjuries that took place in teachung

" “hospitals and about 55 percent that occurred in physicians’ offices

" resulted in payment (See table V.4.) Higher median and average indem-
B mty payments were made for injunes oceurring m teaching hosgmais

- _'_than m nonteachmg hOprtais and physicians' offices (See table V 5 )

: TThe Amencan Hospital Assotiation defines 4 commuruty hospstal as a nonfedernd, ~hort-term genera

and other special hospital, excluding hospital umts of institutions, whose facilities and services are

. avaiable to the public There were a total of 5,736 commurity hospitals m the United States 1n 1984
Of these, 90315 7 percent) were teaching hospitals and 4,833 (84 3 percent) were nonteac hng hospr

tals ‘Although there were fewer teaching hospitals, in general, they tended to be larger in terms of the
nutnber of beds than the nonteaching commuruty hospitals Of the teactung hospitals 800 (88 ¢ per-
eent) consisted of 200 or more beds each whereas 957 of the nonteaching hospitats {19 8 percent)
had 200 or more beds
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-HUW \dany Health Care
Providers Were
_Involved in Clalms"

“Chapter 2

General Quesuona and Answers Hegarding

" Medical Malpractice Incidents and the

Resuiting Cla;ms

The number of heaith care provtders nvolved 1n the 73.472 closed
eiaxms that were. msured bv the 102 companies totaled 103.255, or an

. :-' av erage uf 1.4 provxders per claim The number ranged from 1 to 13.
: _hg}wexer as shown in table 2. 9, about 77 percent of the claims im olved
(miy one pros.« ;der Aiso at Eea,st 70 percent of all the health care prov-

o _;ders were ph}swaans

.. Table 2.9: Number o! Heauh Care .

' _Prowders Invalved i Cialms e

I Claims Total
: Numher c! prowders Lo R Cumulabve “number ot
;nvoived LRI SRRy “Number Percent* percent providars
oo L T 56318 767 767 56376

C2 e T T g8sh 134 501 19710
3 R Y77 52 953 11486

g TR R 28 981 B276
51013 O 1380 18 99 92 7 427
73472 100.0 103,255

How Were the Patzents
_"Compensated" " )

Total -

- 3Detai oes NG! 20010 to1a! dug 1o rounding

Indemmty pay‘ments for most pataentsbabout 90 percent—“were made
s iump sum'(only) paytents, while about 2 percent consisted of free -

_services alone or a combination of free services with another payment
form. As shown in table 2.10, the balance of cases involved structured

payments ‘alone. or.in combmatmn ‘with a lump sum payment. Indermmty

o paid through these ft}rms totaled $951. 4 mullion. Because some of the

claims closed n 1984 involve stmctured payments that will be made

| over tume, the payments received by patients for all the claims closed m

1984 may- uitzmately total about $5.4 billion. For example, the largest

. mdemmty payment of about $2.5 milhon had an expected value of about

$7.8 mullion for the patient These expected payments ranged from 31 to

- '$27.2 malhion, with a median of $18,000 and an average of $169.786
-~ The $951 4 mullion in payments made through structured payments
“alone orin co_mbmatlon with a lump sum may have an expected yield of

$3.8 hillion
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General Questions and Answers Regarding
Medical Malpractce incidents and the
Resulting Claums e

Table 2.10: Humber of Paid Clawns and

indemnity Payments by Payment Form

What Were the
Characteristics of

_ Patients Involved in
~ Malpractice Claims?

Dollars in manons

Paymentform “Number _ Percent Total  Percent
Lumpsum o oe WBTC3 05 318019 624
Lump sum aggii_rgi:}_uredm L PR 40 4907 i 191
Structured - e 35 4807 180
Eree sarvices only and '
comisations with lump
SUIM OF JUMp SUm and. .
structured M_‘ o - 628 ZMQ om 40 - 04
Total ' R 31,775 100.0 $2,564.4 300.0

2petai does Aot add to total due to rounding

 bEstmate s subject W alarge sampling error and should be used with gaubon

Note The total numbar of clams 1§ based on the number of claims for whch the relevant data were
prowded e

‘People of all ages were involved n medical malpractice claims. Table

211 shows the distmbution of patients’ ages al the tume of the iyury As
shown 1n the table, about 9 percent of the patients were injured at birth
About 14 percent:were 65 years or older. The age range most often rep-

" resented was 18 to:29 years. The average and median ages of the
panients were 37 and 35 years, respectively.

- Table 2.11: Number of Claims by
Ranges of Patients’ Ages at the Tima of
the Injury

Claims
Cumulative
Age anges (ysars) Number Parcent percent
Atbirth o 5.209 88 88
Less than'1 933 13 IECE
11017 5879 83 184
1810 28 14,607 207 T
301039 11.013 156 547
40t 49 10,097 43 890
5010 59 .886 126 816
60 to 64 _ ' 3401 48 86 4
65 and over . 9616 136 1000

. Total o 70,681 100.0

Note “The total number of clarms 1 Dased on the aumber of clams for which the relevant data wete
provided

As might be e_xpecfed, about 62 percent of the patients iryured at birth
experienced obstetrnes-related errors. Patients 18 to 20 years old often
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“suffered surgical (about 30 percent) and treatment (about 25 percem}

errors, and the oldest patxents (65 years and over) experienced other
types of errors, such as falls and diagnostic and su rgical errors The
moSt severe INJuries were experienced most often by the youngest
patients About 28 percent of the patients injured at birth died. while
abeut 26 percent of the 65 years or older patients died Pauients 18 to 29
years old and those who were 65 years and older expenenced "minor
temporary dasabllznes 'in about 34 and 30 percent of the claims,

' -'respeenvely

Indemmty payments were made for almost half of the claims that -
mvolved injuries occurning at birth These patients received higher
median and average payments ($200,000 and $300,500) when compared
to patients of all other age ranges. Patients 18 to 29 years old had the
lowest percentage of paid claims (about 37 percent), whereas the oldest

“patients’ claims were: pald in about 43 percent of the cases’ {See tabkes
V. 6 andV 'F 3 S

Table 2 12 shaws the dlstnbutmn of clazms by patient‘; sex i\s shown

f about 5? percent: of the patlem:s were__ femaie, and 43 percem “ere maie

. Table 2. 12‘ Number ol Cla:ms by

Patients’ Sex R

SRR T . _Claims

Sex o s " 'Number - = Parcent
Male o B <X R
Female : BRI S ar787 7 559
Total . B T 73,377 1000

Noté The total number of claims is based on the numberof claims for which the releva=i 2a7a’ -’Ef&
prowigdad -

The injuries experienced by male and female patients were generally
similar. Both sexes suffered surgical and diagnostic errors most often
Males suffered more diagnostic than surgical errors (about 28 percent
and 23 percent), whereas females experienced more surgical than diag-
nostic errors (about 27 and 21 percent). For both sexes the most fre-
quently indicated severity of injury category was “‘munor temporary
disabilities™ (about 30 percent). Females experienced shghtly more
“emotional’” and “insigmaficant’” injunies, whereas males had more
serious yuries—"major permanent pertiaf disabihines,” “grave perma-
nent total disabilities,” and “deaths.”
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Although females were involved ih more claims, males had a shghtly
higher percentage of paid claims {about 45 percent for males and 42 per-
cent for females) Both sexes received the same median pavment
($18.000), but males had a higher average payvment (See tables V' 8 and
V)

As shown in table 2 13, about one-third of the patients involved i med-
wal malpractice claims were either employed or self-employed, while
about 9 percent were unemployed The remainder of the patients were
homemakers, retired persons, dependent children/students, and inde-
pendent students - The occupational status of about 12 percent of the
patients was unknown.

Table 2.13: Number of Claims by
Patients’ Occupational Status at the
. .Time of the Injury

Claims

i el -Cumulative
Occupational status Number® Percentt percent
Employed 23.921 3z 326
Self-employed i 3462 a7 373
Homemaker 8311 127 500
Retred o 8492 116 816
Unemployed 6713 91 - DT
Dependent child/student 12532 171 37 8
Independent student and other 247 g8 884
Unknown . 8596 117 10618
Total 73,472 100.0

*Detat does not add te fotal due 10 rounding

About 32 percent of both the employed and unemployed patients expe-
rienced surgical errors. Homemakers had diagnostic (about 28 percent)
and surgical (about 26 percent) errors most often. For dependent chil-
dren/students, diagnostic and obstetrics errors each accounted for about
32 percent For about 30, 43, and 28 percent of the clauns closed for
employed and unemployed patients and dependent children/students,
respectively, “mnoer temporary disabilities” were reported. About 19
percent of the homemakers experienced “major temporary disabihties ”

Dependent children/students’ claims were paid more than half of the
time. Employed and unempioyed patients and homemakers' claims
received paymernt in about 41, 44, and 42 percent of the cases. respec-
tively. Although the payment percentage was shghtly lower for
employed patients than the other three patient occupations discussed.
they received higher median and average payments than unemployved
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What Were che Annua!
'Eammgs of the
Patients Imfolved in
MalpraCtiCé--GlaiInS? -

B pataents and homemakerc; Dependem children/ s;tudents me(ilan and

average payments were the hughest of these four categories (See tables
Vidand V 11)

Patients’ annual earnings at'the time of the mjury could be estimated for
- 55.235 of the: 73 472 clmms closed (about 75 percent) Table 2 14 pro-

v1des the dlstnbutton f0r cialms where data were available. The varn-

ings ranged from:$0 to'$1 million The average annual patient earnmgs

.for t;hese ciaims was, $7 166 and the median was ‘S‘(}

Table 2.14: Number of C!anms by
Ranges of Pauenta Anntial Earnings

Claims

L S Cumulative
Ranges of patients’ annual earmings® Number® Percent percent
0 o 33282 843 603
$1.000 10 34 000 ' 1,293 23 62 ¢
$5.00010 $9,000 2607 a7 NGE
$10.000 10 $19.000 11613 210 883
©$20.000 10 $28.0007 aiar . 76 &5%
30000 10'939,000 - 311 - 24 R
$40.000 10 $43 0600 L 526 10 a9z
$50:000 0rmore -~ - 405 07 R

Total ' ' 55,235 100.6

sEatmmgs ¢ala werg provided 1o us mundec! up 1o the next $1 000 Earmngs do not reflect wofai family
mcome

) '9Deta| tdoes nol add 0 :oiai due to roundmg

_Nete The tetat number of claims 15 based on the number of clamms for which the relevart gata were

provided

Considering only the claims where the earnings were greater than $0.
the distribution shows that about 18 percent had earmings less than
$10,000; about 53 percent were from $10,000 to $19,000; and about 29
percent were $20,000 or more. The average and median patient earning
at the time of the patient’s mjury for these ciaims were $18.030 and

" $15,000, respectively. The patients’ occupational status for the 33.282

clayms (abeut 60 percent} wrch %0 anmual earnings are shown in table
215. B :
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Table 2.15: Number of Claims With No
Annual Earmings® by Patients’
Occupational Status

What Were the Sources
of Payment of Patients’
Health Care Costs?

Claims

P S TR, —oc-Dumuiative
- Qecupational status : Number T Percent - percent
Dependent child/student  atiae 135 335
 Homemaker N.-.i}w o - L _ o TRast 0 vesa 589
Retred . . .. a” S 6756 . 203 797
Unempf{)yed T ”'.' T T - : _6__3—93 i 92 a8 4
Independent. student other. and unknown 540 16 00

Total S L . 33,282 T 1000

" I3ARholigh annual earnings were not teported for these patients some may have nad an mcome -

As shown 1n figure 2.2, health care costs for about 41 percent of the
patlents nv oived 1n med:cai malpractice claims were paid by private/
commercial insurance before the hability iryury A small percentage of
malpractxce claims involved medicare and medicaid recipients, about 10
percent and about 4 percent, respectively However, the source of pay-
ment of the patients’ health care costs was unknown for a large number
of clmms—-~23 803, or about 32 percent.

Figure 2.2: Percent of Claims by Source
of Payment of Patients Health Care

Coats

R R o 2.0% — Other. :
~2.9%

Workers compensauon

3.9% — Medicaid

Seif

Medicare

~—= {Inknown

S Private/commercial
INsurance

Néte belml does 'nut add 1o total due to rounding
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The length of time from injury occurrence to {he claim f;img ranged
from 0 {}ess than 1 month)to 219 months (18 25 years? The median and
average periods were 13 months and 16 4 months, respectively About 6
percent of the claims were filed within the same month as the imjury
occurred, and 6 percent took more than 3 years (37 to 219 months) to be
fxled as shown in tab!e 2 16 5

' '.'Tnble 2.18; &éumbef of Claims by the

'-Lcngth of 'ﬁme From the Injury
Occurrence 1o the _{:l_aum Fimng

‘Claima .

IR IR IR Cot o Cumulative

. Time {(months) . : oo oh - Number o Percent . ‘peércent
" D{lessthan 1} - Co S L w4 o VBB 56
1163 : 10.408 142 BRTY:

o2 oo : Lo S 11806 8T .- 4B 3

BB Lo 10625 145 633

191024 S L 13,253 181 814

251036 - L L TUROEG 122 936

3710219 4,667 64 1000

cTetab. o o730 1000

Aime “The total number of ciaims I basw o me ﬂumber of t:la;ms for whicb 1he’ retevam Oala were

S pmwded

Claims ﬁled mn the same month as the inyury occurred primarily
involved:surgical (about 19 percent), diagnostic (about 18 percent), and

. treatment {about 18 percent) reiated errors The twomost frequently

cited severities of irgury were “‘minor temporary disabihties” {3b0ut 39

’percent) and "major temporary dxsabzhnes (about 24 percent)

The clalms filed more than 3 years after the inury mvolved obstetrics

_.(about 25 percent) and medication admimstratmn {about 22 percent)

B -related errors. Injuries resuiting in *munor and major temporary disabili-

' . ties” accounted for about 36 percent of the claims, and “'minor and
- major pemanent pamai disabilities” accounted for 32 percent of the
'?'cimms %

SClaxms closed dunng 3 penod of tume, such as those in this study, may not fairly represent the
patterns ansing from occurrences in any penod Incdents in this report occurred duning severat prio
tiume periods, and claums for incidents now occurning will be resolved 1n several different tuure vear
the difference in-sets of economuc and social factors may alter the patterns of Ume duration and
ndemnty amounts Patterns may also be distorted by the different state statutes of hmtanons
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For the 73,204 claims in our unuverse where data were provided, the
length of time from claim filing te complete disposition against all prov-
wders:involved ranged from.0 (less than 1 month) to 132 months (11
years), with a median of 19 months and an average of 25 months Figure
2 3 shows the percentage of claims for each range of time periods for
resolution Paid clamms had a median of 23 months for resolution. while
those without payment had a median of 17 months. The distnibution of
time to resolve claims by payment status 1S shown in table V 12

Figure 2.3: Percent of Clarms by
Resgolution Time (Months)

How Did the Severity
-of Injury and Amount
of Indemnity Relate to

the Disposition Time

for Claims?

e 03% 0

3.5% - 7310132

4910 72

24.7% - 1310 24

11012

Generally, the more severe and costly cases took longer to resolve For
all claims, the highest medians for time between filing and disposition
were for "major permanent partial disabilities” and “‘major permanent
total disabilities”"—33 and 32 months, respectively. “Major permanent
partial disablities” also had the highest average {34.5 months) and the
widest range {0 to-132 months). "Emotional” irguries had the lowest
values for all of these measures (See table V.13 for the disposiion times
for all claims by seventy of mpury )
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~ For the claims closed with payment, the highest median for time - -
“between filing a1 - disposition was for “major permanent total disabih-
ties =45 months-—while the lowest was 12 months for “emotional™
njuries " As shown miable 2 17, the haghest average was 38 8 months
for “'grave permanent total disabilities ”

e .Tahla 2.17: Number of Paid Claims and E)nsposstaon Time: by Seventy of Injury Categories

o .Pasd-c!aims - Disposition time

I};sposmon tsme i months :

: L Percent of Range
Asweggl:lwty of mgury R = Number __total® Median Average Lowest Highest
Afl claims® . 31642 433 230 260 0o 1320
Ematonal . - 1.194 e 120 149 oo ssC
Insrgrificant : 3258 87 140 218 60 1100
Temporary thsabiity-—~runoe a.021 Y 180 287 00 108G
Temporary disabiity—major i 2.989 372 180 T 224 0 810
Permanent partial disability——rminor e T 6,288 54 4 220 289 0o 1140
Parmanent partigl disability—major 1678 408 1o 317 00 1320
Permanent fotal disability—mayor 1928 692 450 372 26 wc
~Permanent’ total dfsabaintymgra\ze S 1302 726 . 340 388 10 1150
Death T oL TTTTTTTTaGTe L aae . 280 32 TThio . 1090

aShows paid claims as a percentage of total clawns within each of the seventy of ijury categones For
example, an sstimated 4 654 claims invotved emotonal inpunes Of these, 1194 {about 25 6 percent)
werg closed with paymem

P{etal does not add 1o total because nol all pad claims were classthed by the severty ofinury
categongs

CAQ O this coiumn em:hcates that the claim was filed and resolved within the same manin

Note The total number of claims 15 based on the number of clarns for whih the retevant dala were
pzowc‘iee o L ..

C!alms closed with an indemuuty payment of $1 million or more had the
highest median and average time between filing and disposition (76
and 64.9 months). Table 2.18 shows that those claims for which no pay-
ment was made had a median disposition time of 17.0 months, and the
claims that recerved the smallest inderanity payments (51 to $999) had
the lowest median and average disposition times of 6.0:and 11'9'months
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W
Table 2.18: Number of Claims and Disposition Time byl{:ﬁemmty Paymerzt Ranges
Dssposmon nme i, 'r;omhs

_Disposition ime

_ o Clams® Range

Paymeni raﬂges _ ‘Number Percent  Medhan Average Lowest Highest

All clawmns T I . ?'.3';2-{34‘ . s 95 251 a0e 1320

50 h " Y : 179 229 co a2 g

$1105999 B ) T sz : Fa0 e e0a T 820

310001034999 -7 T (- E BN~ SN RS - 1

$500010$9899 - S X (i I TR 2290 287000 . 08O
$10.000 10824998 I yses all 190 27T 00 920

" '$25 000 to $49.999 - Vi 1y 2 280 Tiogzo o T T nhag
$5000010°899999 o 308 =: 208 316 - 10 1o

$100.000 to $249 599 T 2008 B 290 30 . 66 1320

$250.000 to $399 999 T L Tz w3 a8 00 50

3 0 Ceawe 7 s0 " " TBan

$1 milbon or more 58
L ZDetal 9oes.nal 400 "2 Sldohed U Oungeg
BA QO Gnihis columanngicates nat he Cia moaas e and resoved witnim the same month
: tEs!rma"!w:‘ Subpest !'::33 'ia'r«"e f'af"c“""* arrsr ard SNo g e used with cauhon

Note 'xe to!.—:v n\;r"ser gt zams= » h,asﬂo‘ oo e ngmper of lams (o woieh the refevant dara wvere
_Qmwded :

Table 2. 19 Number of Paid CZatma and lndemmty Payments by D;sposszlon Time -
Paid claims . o lndemmty payments o

T S T Percentof L ﬂme

.Time {months) _ _Number. total . Median Average “lowest - Highest
Allclams . T 31642 .32 318000 . - 381108 st 32472020
Oflessthan 1) . . %8 &z . 515 168140 100 256 800
11012 - B 883G - B2 750 31411 11000000
13 10 24 8062 w15 5000 69783 18 2472020
25to 36 5300 434 " 25000 73125 90 625000
371048 TTao88 0 Eis 30 000 134 354 25 1800000
Q72 3731 m3 30000 109 212 200 2000000
7310132 1504 Ts80 45000 259 656° 1000 2059388

3Shows paid clams as 8§ percertace of 10l Clams within each of the tame penods For axampig an
estimated 6 490 ozrs fock 37 05 18 monihs between hing and disposition Of these 3988 apout 814
DBICEnt] were CIsed AnD pa. et

PEgtanale subuedt o a large samoing gror and shouid be used with cauhon

Note The wotzirumber 5f £ @rms s Cased on he aymber of Clawms for which the relevant data agre
provicled
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How Frequently Did
the Health Care h
Providers’ Insurers
Initiate Contact With
the Patients?

At What Stage in the
Claims Settlement

Process Was the Claim

Resolved?

As shown intable 2 19, the med:ian indemnity payments were the
highest ($60,000) for ciaims that took 37 to 48 months between filing
and disposition” Those paid claims that were filed and resolved in the
same month had a median payment of 8515

Files for 5,323 claims (about 7 percent) were mutially opened because
the practitioner or the hospital notified the msurance companies of a
malpractice incident In other cases, insurance companies opened the
files because (1) the patient’s attorney notified the insured of a claim—
about 30 percent, {2) swit papers were served on the insured—about 38
percent, or {3) the patient, or the patient’s relative, guardian, or friend
complained to the insured-—about 18 percent,

In the cases where the claims were opened when the practitioner or the
hospital notified the insurance company of a malpractice incident, the
company initiated contact with the patient or the patient’s representa-
tive about 13.percent of the time (707 cases) For these cases, payment
was almost always made to the patient—about 99 percent The median
mdemmty payment was $5,500; the average was $155 018; and the

o range was $100 to 31 8 mﬂ]mn -

Settlement stage data were coiiected for each health care provider asso-

ciated with the clamm. Since a number of claims invoived two or more
providers and, thus, two or more potential stages of settlement. we can
only relate these data to individual claims where only one provider was
mvolved and the settlement stage was provided. For those 56.355
claims—about 77 percent of the total, about 51 percent settled after the
suit was mitiated but before the trial. Of these, about 53 percent
resulied in payment to the patient.

As shown 1n table 2 20, the second most frequent settlement stage was
after the claim was filed but before the suit was initiated-—about 38
percent. Of these, about 36 percent resulted in payment to the patient
See table V 14 for details on the claims’ payment status by setflement
stage
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Table 2.20: Number of Claima Involving
One Provider by Stage o Settlement

' ' Ciaims o

Cumuiative
Settlement atage. L ﬁufnggi o Parcent percent
CimrmTied before sut T TUhYYee T a5 a7 s
Sut, before tnal ”*“:j“"w_: E T 70 88
Durng tral, betore verdict i o ' _::M B w‘éﬁ— T iNS—ﬁd”—ﬁ 898
After verdict Dy jury T o T 5*2 4.:,,,“.._2,.9, 73
Alter verchict without jury T T M_m;_wi}i&‘?;r T g2
Adter appeal | T 1.010 Ty 943
S, before arbitration - 1.713 T ”:Ei? 5
Atter arbitration 113 T o2 - a77
Other 1,278 23 100 0
Total 56,355 160.0

Note The total number of clams 15 based on the mumber of claims for which the refevant data were -
proviged
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